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e Further increase of our balance sheet total to €70.4bn (€69.6bn)

e Satisfactory business development despite the difficult overall economic setting -
operating result of €68.6m

e Increase of net interest and commission income to €98.9m

e New public-sector lending commitments grew from €8.8bn to €10.1bn

e Strategic reorientation and particular focus on domestic and international property
financing - 37% increase in new mortgage lending commitments to €728m

o Successful launch of our international property financing activities — our new lending
commitments to borrowers outside Germany totaled €222m in the reporting period

_PROCESSED
Dear Sir or Madam, / AUG 2 1 2002

Please find enclosed our latest press release, as well as an overview of Essen Hyp’s g{&%%%gﬁ
figures as of June 30, 2002. We would appreciate you to edit and publish this information. IAL

If you have any content-related questions or require further information about Hypothekenbank in
Essen AG, please do not hesitate to contact our Public Relations Department (Tel.: +49 201 8135-
495).

Yours faithfully,
Hypothekenbank in Essen ‘ q
Akt?ﬁsel}%ﬁ/ ‘

Hypothekenbank in Essen Aufsichtsrat: Vorstand:
Aktiengesellschaft Dr. Axel v. Ruedorffer Hubert Schulte-Kemper (Vorsitzender)
HRB 7083-Amtsgericht Essen (Vorsitzender) Michael Frohner, Harald Pohl
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HYPOTHEKENBANK IN ESSEN AG

Press Release

concerning the Interim Report of Hypothekenbank in Essen AG
as of June 30, 2002

Despite the difficult overall economic setting, Hypothekenbank in Essen AG is able to
report a more than satisfactory business result as of June 30, 2002. According to Hubert
Schulte-Kemper, Chairman of the Board of Managing Directors, the operating result
came to €68.6m (€74.1m), while the balance shéet total stood at €70.4bn (€69.6bn).

“During the first months of the year 2002, the world economy, and the U.S. economy in

particular, seemed to regain momentum. Against this background, yields for

_government bonds of all maturities saw a noticeable increase until the end of March — in

the United States, as well as in the euro area,” Mr. Schulte-Kemper explained. However,
growing concern about the sustainability of the economic upturn in the United States, in
conjunction with doubts about the reliability of the accounting and reporting practices
of U.S. companies, led to a sharp fall in stock prices in the United States.
According to Mr. Schulte-Kemper, this develdpment triggered a drop in long-term
government bond yields ahd an upward revaluation of the euro against the U.S. dollar.
However, given that Essen Hyp anticipated these factors early in advance and entered
into the corresponding positions, the bank was able to benefit from falling yields. The
Board of Managing Directors sticks to its view that neither the Federal Reserve nor the

ECB will change interest rates in the second half of this year.

Mr. Schulte-Kemper reported that Essen Hyp’s public-sector lending business, i.e. the
granting of loans to the public sector and the acquisition of securities issued by other
borrowers, saw a slight increase compared to the same period in the previous year. The
volume of new lending commitments rose from €8.8bn to €10.1bn. This figure includes
loans to public-sector borrowers and institutions governed by public law at an amount
of €2.7bn (€2.1bn) and securities eligible for cover totaling €6.2bn (€4.5bn). In addition
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to this, Essen Hyp put securities issued by other borrowefs, which are not eligible for

cover, amounting to €1.2bn (€2.3bn) on its books.

Mr. Schulte-‘Kemper added that the bank’s strategic reorientation is now taking root.
“About a year ago the Board of Managing Directors decided that property 'ﬁnancing,
and the financing of commercial properties outside Germany in particular, should play a
more important role in the bank’s business strategy, which, until then, was.primarily
based on the granting of public-sector loans,” Mr. Schulte-Kemper reported. He pointed
out that the Board of Managing Directors was aware of the fact that the positive impact
of this strategic reorientation on the bank’s earnings performance would only become
apparent with é. certain time lag. Unlike in the public-sector lending business where
Essen Hyp maintains long-standing business relationships with almost all well-known
national and international credit institutions, the acquiéition network for the mortgage
lending business has yet to be established. Against this background, Mr. Schulte-
Kemper was all the more pleased to report a 37.3% increase in the total volume of
irrevocable new lending commitments as early as end of June 2002. The total volume of
mortgage loans came to €728m (€530m). €222m (€0m) of this figure were granted to
European borrowers outside Germany. Mr. Schulte-Kemper added that Essen Hyp has,
in the meantime, abandoned its original plan to acquire mortgage loan packages.
“Unfortunately it has turned out that the proposed margins do not meet our requirements
in most cases. And satisfactory margins are more important than volume,” Mr. Schulte-
Kemper explained. “We are determined to use the scope that is offered by our balance

sheet for the targeted origination of profitable mortgage lending transactions.”

In 2001, Essen Hyp started to prepare its foreign mortgage lending activities. When
putting the necessary organizational structures into place, the bank focused on certain
key markets, i.e. the United Kingdom, France, the Benelux countries and certain U.S.
property markets. “The opening of our Representative Office in London at the
beginning of this year marked the end of our preparations to enter the UK property
market. In the period under review we generated irrevocable new mortgage lending
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commitments totaling nearly €200m in the United Kingdom,” Mr. Schulte-Kemper
pointed out. In addition to this, the bank was able to grant its first loan in the United
States shortly after June 30, 2002. In view of the successful launch of the bank’s
international property financing activities, which points to a realistic earnings potential
for the future, the Board of Managing Directors has decided to recruit further credit
specialists for the mentioned countries and to extend the bank’s market observation and

acquisition activities to further property markets.

Mr. Schulte-Kemper reported that domestic mortgage lending accounted for new
lending commitments totaling €506m in the period under review. At 91%, the vast
majority of these loans was granted in the West German Federal States. Commercial
properties accounted for €157m of this figure. In this context, Mr. Schulte-Kemper
emphasized that, even though there is a certain tendency to give up retail lending, Essen
Hyp does not plan to abandon this business segment, which totaled €349m in the period
under review. “Due to the cost-effective outsourcing of the loan processing and
administration we are able to generate satisfactory margins at low credit risks,” he

explained.

“Despite the difficult rating environment for German banks, Essen Hyp continues to
benefit from very good ratings for its public-sector Pfandbriefe, which have been rated
AAA/AAA/Aal by the leading rating agencies Standard & Poor’s, FITCH Ratings and
Moody’s,” Mr. Schulte-Kemper reported. In order to refinance the bank’s lending
activities, bonds totaling €12.9bn (€14.8bn) were placed on the capital markets. Of this
figure, Pfandbriefe accounted for €6.4bn (€5.1bn), including Jumbo and Global
Pfandbriefe totaling €3.0bn (€5.0bn). The othér bonds and notes issued totaled €6.5bn
(€9.7bn). At a volume of €5.8bn (€5.3bn), Commercial Paper for short-term funding
accounted for the majority of this figure.
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The bank’s net interest and commission income rose to €98.9m (€98.1m) in the
reporting period. General operating expenses decreased slightly and came to €11.2m

(€11.3m). “The expansion of our international property financing business will not

* necessarily result in higher genérai operating expenses as the bank will reduce costs in

other areas, e.g. by outsourcing certain tasks,” Mr. Schulte-Kemper emphasized.

Provision for possible loan losses was increased by €3.6m to €26.8m so that the bank’s
operating result as of June 30, 2002 came to €68.6m (€74.1m). “The previous year’s
excellent operating result is partly due to non-recurring effects from the disposal of
participating interests,” Mr. Schulte-Kemper reported. “As a result, the balance of other
operating income and expenses decreased from €10.5m to €7.7m in the period under

review.”

Mr. Schulte-Kemper finally stated that, despite the fact that the global political and
economic developments and their impact on the capital and money markets can hardly
be foreseen, the promising development of the bank’s property financing activities gives
reason to believe that Essen Hyp can put its ambitious plans with regard to new lending
commitments and eamings into practice. The Board of Managing Directors continues to
expect a satisfactory business result for the year as a whole, which, however, is likely to
stay below the excellent result achieved in 2001. Essen Hyp has taken the necessary

steps to successfully close the extremely difficult financial year 2002.
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Key Figures of Hypothekenbank in Essen AG

30.06.2002 | 30.06.2001 Change
: ~ in€m in €m
New lending business
Public-sector loans and securities
issued by other borrowers 10,139.1 8,844.0 14.6%
Mortgage loans 727.7 530.0 37.3%
The bank’s funding
Medium-/long-term
Pfandbriefe and other bonds 6,527.2 8,636.1 -24.4%
Short-term 6,349.5 6,123.6 3.7%
of which: CP Program 5,774.4 5,296.8 9.0%
(current program utilization) (1,883.3) | (1,998.8)
Profit and loss account
Net interest and commission income 98.9 98.1 0.8%
General operating expenses 11.2 11.3 -0.9%
Balance of other operating income and
expenses 7.7 10.5 -26.7%
Operating result before provision for ‘
possible loan losses 95.4 97.3 -2.0%
Provision for possible loan losses -26.8 -23.2 15.5%
Operating result 68.6 74.1 -7.4%
30.06.2002 | 31.12.2001 Change
in €m in €m
Figures from the balance sheet
Balance sheet total 70,436.9 69,553.1 1.3%
Claims
Mortgage loans 3,283.1 3,002.6 9.3%
Public-sector loans 36,896.7 36,841.4 0.2%
Securities issued by other
borrowers 24,611.8 24,349.4 1.1%
Liabilities
Mortgage Pfandbriefe 1,602.5 1,305.5 22.7%
Public-sector Pfandbriefe 54,427.7 54,519.1 -0.2%
Capital structure
Subscribed capital 201.3 201.3 0%
Reserves 352.6 352.6 0%
Profit-sharing certificates 278.6 278.6 0%
Subordinated liabilities 2959 298.5 -0.9%
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